I n recent years increasing use has been made of systems of social accounts, and a variety of new types and new forms of presentation have been suggested.
The general features of such systems are: (a) the division of an economy into a number of groups or economic entities, mostly themselves a complex of elementary units, and (b) a summing up in the form of accounts of the transactions of various kinds between these economic entities.
As a rule, the economy of one country is investigated, implying that all other countries are regarded as one single group. The economy considered may be split up into a number of separate groups. I t is customary to distinguish between consumers' households, business enterprises, and the government sector. If special attention is to be given to banking problems for example, banks will constitute a separate group.
Transactions are in a double sense two-sided. There are always two parties (groups) involved, the "paying" and the "receiving." At the same time, as a rule, one thing is being exchanged against another: goods against money or financial claims against money: The first two-sidedness is reflected in the double entry of every item in the a,ccounts; the second may, or a t least should, be reflected in a n exact statement of whether the money or the counterflow is the subject of the system. For gifts and similar "unilateral" transactions the latter two-sidedness does not exist.
Where the social accounts are used for purposes of planning, the system of tables relates to a future period. Tn such cases it seems appropriate to speak of a national "budget" instead of national (or social) accounts.
Transactions may be of different kinds, dependent on prevailing circumstances such as the forms of economic policy adopted. Consequently, there arise many alternative ways of constructing systems of social accounts. A first condition is that it should always be clearly stated on what definitions and principles a-system of social accounts or a national budget is based.
The figures in any system of accounts are determined by what are sometimes called the basic "data" of an economy such as the natural, technological, and institutional circumstances of the country involved. Examples are the weather conditions, the state of technology, and the tax system. Some of these "data" may be subject to decisions by the government or other powers, and may therefore not be known before. hand. It may be advisable to construct alternative budgets based on a number of different assumptions with respect to future government policies and other unknown data. The systematic survey of alterna. tives that is thus obtained is one of the main advantages of the socialaccounting technique.
I n such cases it will be very useful to construct "flexible budgets" indicating in a systematic way how the figures depend on alternative assumptions.
The results may be represented in a rather primitive way by utilizing a number of columns, each of which corresponds to a given set of assumptions regarding the data. A technically more advanced technique would show not merely a set of columns bbt functional relationships. These functions would show the various items of the budget as depending .on the values of certain "data." When cho~sing this latter representation, we are already midway between the numerical social accounts and what the econometricians call a system of equations.
I n order t o set up a flexible budget we need, for example, t o know the relation between: (i) income and tax receipts; (ii) production and imports; (iii) income and consumption; etc.
Such relations may either be known beforehand a3 is usually the case with (i) and t o some e~t e n t with (ii), or they may be taken from multiple-correlation analyses of time series, as in the case of (iii) and perhaps also (ii). I n a war or postwar economy some of the relations may perhaps no longer be valid, since the government may, for example by rationing, simply prescribe a certain consumption level. The relationships prevailing in a free economy can, however, never fully be neglected. They may be essential in determining what reactions may be expected from the introduction of a government measure.
Examples of flexible bz~clgets may be seen in the budgets for the postwar period prepared in Holland during the occupation, when it was not yet possible t o foresee the exact numerical values of capital losses and hence labor productivity, world price levels, etc.
Another example is provided by the following comparisons between the Netherlands Central Economic Plan for 1947 and some alternatives considered in the First Memorandum on the Central Economic Plan 1947. Alternative assumptions may be of two different kinds: 1. They may refer t o unknown variables that are more or less outside direct government control, such as, for example, the future increase in labor productivity.
2.
They may refer to unknown variables that a t least to a certain extent may be influenced by government policies, such as the amount of foreign assets t o be sold abroad.
Alternative 1 in Table 1 is based on an assumed lower productivity of labor, and consequently a higher deficit of the balance of trade. Alternative 2 is based on higher imports of capital combined with the same productivity as adopted in the plan. I n countries such as Holland a distinction must nowadays be made between the kinds of money needed for various types of payment. I t makes an important difference whether certain imports have to be paid for in dollars, in sterling, or in "soft currency." To the individual, it makes a difference whether or not certain obligations such as taxes may be paid in blocked money or in free money only. This may be the basis for separate accounts in the system.
It is well known that the v?rious commodity flows represented in a system of social accounts may be valued in different ways, e.g., at factor cost or a t market prices. The method of valuation sometimes influences in a rather unexpected way the results obtained by further computations. If, for example, net capital formation of a country is to be calculated, it makes a difference whether home investments are valued a t factor cost or a t market prices. Since foreign credits-which have to be subtracted to arrive a t net capital formation-can only be estimated in one way, the result is sometimes very sensitive to the method chosen.2
Another example showing how the choice of price levels may influence the results is presented by black-market transactions. For the Netherlands it was attempted to estimate and present in the shape of an additional system of accounts these illegal transactions, an example of which is given in Table 2; for comparison Table 3 on legal transactions is added.
Black-market transactions as here understood may be of two different kinds, viz.: (i) the charging (by dealers) of higher prices than those legally permitted; and (ii) the selling of quantities illegally obtained or illegally withheld and not reported. This applies to transactions in commodities and services. There may also exist a black market for services rendered by factors of production.
From Table 2 it appears that current black receipts of family households just seem to balance current black expenditure^.^ This is of course not necessarily the case; there might have been a net black saving or dissaving.
The principles that are the basis for the social accounts will vary in accordance with,the purposes for which the figures are to be used. Often n distinction is made between cash accounts and operating accounts.
Cash accounts show actual receipts and expenditures, whether they refer to transactions that took place in the period considered or not. Operating accounts reflect transactions, whether they have actually been paid for or will be paid for later. 4 I n a stationary economy there would be no difference between the two types of accounts. I n a changing world, however, there is a need fur making this distinction, and there may be use for other systems as well. It all depends on the problems one is dealing with. The problems of postwar reconstruction and the problems arising in connection with a full-employment policy may require the use of a third system of accounts based on orders. An example for the Netherlands Government is shown in Table 4 . The relationship between the various items is further shown in Table 5 . The numbers of the columns in Table 4 refer to those in Table 5 . These very concise tables are examples of "dynamic budgets." They are characterized by constant or variable lags between orders, actual transactions, and payments. If lags were constant the figures in the order accounts would be repeated in future operating and cash accounts. Any discrepancies between deliveries and orders mould point to changes in the volume of trade, or, if one prefers t o formulate i t that way, to hoardings or dishoardings by importers or foreign buyers. Similar systems of accounts may be set up for consumers' households and business enterprises. The dynamic accounts may be a useful instrument too for business-cycle research.
It will be clear from the foregoing that the balancing item in Table  4 has a different meaning for each of the three accounts. The amount of credit actually needed in the period under consideration is indicated by a footnote. The figure mentioned in column 1 indicates future credits needed, and that in column 7 the deficit of the operational account.
Relationships become more complicated when lags are variable. Even then, the dynamic accounts shown may be useful. For other purposes it may be desirable t o show the order figures in a different manner, for example grouped by periods of delivery.
Some of the systems mentioned could become very intricate if they were worked out in detail. The question arises whether such complicated systems are expedient for practical economic analysis. Would it not be simpler to use time series for strategic variables when studying the problems of business-cycle policy? The authors are inclined to favor the latter approach. Nevertheless, the social accounts have certain methodological advantages which are not shared by any other method.
The amount of information that may be derived from a system is determined by the number of separate econonlic entities which are recognized as keeping distinct accounts. A system consisting of only two groups would constitute an oversimplification, as it could show only two money flows: from group 1t o group 2, or vice versa.
The number of "branch flows" between each pair of groups of economic entities increases rapidly with the number of accounts distinguished. The social accounts offer a convenient method to detect the interrelationships between various aggregates generally used, such as national income a t factor cost, total government expenditure, gross capital formation, and consumers' expenditure, etc.
It is well known that national income may be defined as the aggregate of all income payments, as net national output, or as net national expenditure. These three approaches do not exhaust all information included in the social accounts. I n general, in a complete system of n accounts there will be n identical aggregates for the national i n c~m e .~ r ; Of. Report of the Sub-Committee on National Income Statistics of the League of Nations Committee of Statistical Ezperts, p, 38,
As tha items appearing in the social aocounts will to a certain extent have to be based on estimates, the best estimate for the national income is obtained by making use of the information provided by all n aggregates.
The social accounts permit a systematic enumeration of all relevant money flows. This is an advantage of the method that becomes particularly import,ant in all more complicated cases. The treatment of the problems of the credit ("money" and "capital") markets may serve as an example. I n order to clarify the manner in which the interest rabe may be influenced by the interplay of savings and investments and by the dealings in "old" bonds (by which are meant bonds issued in previous periods) we may draw up a list of all items concerned, i.e., all amounts available for investment and all amounts needed for investment. Systems of social accounts are particularly useful as a tool in the analysis of complicated structures.
Only recently some attention has been given to the problems that arise if actual accounts must be compared with forecasts or plans made earlier. It is very important to present the results in such a way that i t is easily seen in what respects the actual development differs from the forecasts. Discrepancies may be due to such factors as unforeseen developments in price levels abroad, a lower savings ratio than was assumed, etc. 2 . I1 existe un grand nombre de manieres diffirrbntes de construire un systiime de comptabilitit nationale et ces manihres dkpendent du genre de politique ir~onomi'~ue adoptit, de la faqon d'itvaluer les transactions, etc.
